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CONTROL OF EXPORTS IN NATIONAL DEFENSE 


[Released to the press December 10] 

The White House today, upon direction of 
the President, made public the following state- 
ment: 


“The President announced today that nation- 
al-defense requirements for iron and steel have 
increased to such extent that it has become neces- 
sary to subject, as of December 30, 1940, iron 
ore, pig iron, ferro alloys, and certain iron and 
steel manufactures and semi-manufactures to 
the licensing requirement. Licenses will be 
granted for exports to the British Empire and 
the Western Hemisphere, and, for the present, 
so far as the interests of the national defense 
permit, for exports to other destinations in 
quantities approximating usual or pre-war 
exports.” 


[Released to the press December 10] 

ADMINISTRATION OF SECTION 6 oF THE Act EN- 
TITLED, “AN Act To ExrepiTrE THE STRENGTH- 
ENING OF THE NATIONAL DEFENSE” APPROVED 
Juxy 2, 1940 


BY THE PRESIDENT OF THB UNITED STATES OF 
AMERICA 


A Proclamation 


Wuenreas section 6 of the act of Congress en- 
titled “Aw Acr To expedite the strengthening 
of the national defense,” approved July 2, 1940, 
provides as follows: 


Sro. 6. Whenever the President determines 
that it is necessary in the interest of national de- 


fense to prohibit or curtail the exportation of 
280156—40——1 


any military equipment or munitions, or com- 
ponent parts thereof, or machinery, tools, or 
material, or supplies necessary for the manufac- 
ture, servicing, or operation thereof, he may by 
proclamation prohibit or curtail such exporta- 
tion, except under such rules and regulations as 
he shall prescribe. Any such proclamation shall 
describe the articles or materials included in 
the prohibition or curtailment contained there- 
in. In case of the violation of any provision of 
any proclamation, or of any rule or regulation, 
issued hereunder, such violator or violators, 
upon conviction, shall be punished by a fine of 
not more than $10,000, or by imprisonment for 
not more than two years, or by both such fine 
and imprisonment. The authority granted in 
this section shall terminate June 30, 1942, unless 
the Congress shall otherwise provide. 


Now, THEREFORE, I, Franxurn D. Roosevetr, 
President of the United States of America, act- 
ing under and by virtue of the authority vested 
in me by the aforesaid act of Congress, do here- 
by proclaim that upon the recommendation of 
the Administrator of Export Control I have 
determined that it is necessary in the interest of 
the national defense that on and after December 
30, 1940, the following-described articles and 
materials shall not be exported from the United 
States except when authorized in each case by 
a license as provided for in Proclamation No. 
2413 of July 2, 1940, entitled “Administration 
of section 6 of the act entitled ‘Aw Act to expe- 


15 F. R. 2467; Bulletin of July 6, 1940 (vol. ITI, no. 


54), pp. 12-13. 
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dite the strengthening of the national defense’ 
approved July 2, 1940.” : 


IroN AND STEEL 
IN WITNESS WHEREOF, I have hereunto set my 
hand and caused the seal of the United States 
of America to be affixed. 

Done at the City of Washington this tenth day 
of December, in the year of our Lord 
nineteen hundred and forty, and of 

[seaL] the Independence of the United 
States of America the one hundred 
and sixty-fifth. 

FRANKLIN D. RoosEvELT 

By the President: 

CorpeLt Hut, 
Secretary of State. 


[No. 2449] 


[Released to the press December 10] 
EXEcuTIvE OrpDER 

PRESCRIBING REGULATIONS GOVERNING THE Ex- 
PORTATION OF ARTICLES AND MArTertas DesiG- 
NATED IN THE PRESIDENT’S PROCLAMATION OF 
DecemsBer 10, 1940, Issuep PursvAaNT TO THE 
Provisions OF SECTION 6 oF THE AcT oF Con- 
GREss APPROVED J ULY 2. 1940 


Pursuant to the authority vested in me by the 
provisions of section 6 of the Act of Congress 
approved July 2, 1940, entitled “AN ACT To 
expedite the strengthening of the national de- 
fense,” I hereby prescribe the following addi- 
tional regulations governing the exportation of : 


IrRoN AND STEEL 


1. As used in my proclamation of December 
10, 1940, issued pursuant to the provisions of 
section 6 of the Act of Congress approved July 
2, 1940, and in these regulations, the terms “iron” 
and “steel” shall be construed as defined herein : 


Iron and Steel: 
A. Iron ore (6001) 
B. Pig iron (6007) 
C. Ferro Alloys 
Ferromanganese (6213) 
Spiegeleisen (6213) 
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TT me: 
Ferrochrome................- 
Ferrotungsten__...----------. 
Ferrovanadium._...-.-.-.--- 
Ferrocolumbium_-__--.------- 
Ferrocarbontitanium-_-__—__---. 
Ferrophosphorus_-_----------- 
Ferromolybdenum---_----~-~-~--- 


(6220) 





D. Semi-Finished Products 


I chdien cinatntthinicnes 
EA Tee 
Seer (6016 & 6017) 
| SE aaa 
Sheet Bars..........-..- 
Skelp (6032) 

Wire Rods (6029) 





E. Finished Products 


Structural Shapes (6045 & 6046) 
Steel Piling (6050) 


Plates (6030, 6031.1, 6031.5, 6031.9, 


6047 ) 
Skelps (6032) 
Rails (6051, 6052, 6053) 
Splice Bars and Tie Plates (6054) 
Bars 
Merchant (6023, 6025, 6026) 
Concrete Reinforcing (6022) 
Cold Finished (6020) 
Alloy (6020, 6025, 6026) 
Tool Steel (6023, 6026) 
Hoops and Bailing Bands (6038.1) 


Pipe and Tube (6060, 6061, 6062. 
6063, 6064, 6067, 6068, 6070, 6071, 


6072, 6073, 6077) 
Drawn Wire (6081, 6082) 
Nails and Staples (6092, 6095) 
Barbed and Twisted Wire (6083) 
Woven Wire Fence (6085) 
Bale Ties (6038.1) 
Fence Posts (6209) 
Black Plate (6035.1) 
Tin Plate (6041) 


Sheets (6033, 6034, 6035.1, 6035.5, 


6035.9, 6036) 


Strip (6037.1, 6037.5, 6037.9, 6088.1, 


6038.5, 6038.9) 
Wheels (6105.1, 6105.3) 
Axles (6105.2, 6105.3) 
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Track Spikes (6058) 
Castings (6101, 6102, 6104.1, 6104.9) 
Forgings (6107, 6108) 


2. The number or numbers in parenthesis 
following each material or article designated in 
paragraph 1 hereof corresponds to the “Com- 
modity Number” prefixed to the “Commodity 
Description” as set out in Schedule B, “Sta- 
tistical Classification of Domestic Commodi- 
ties Exported from the United States,” ef- 
fective January 1, 1939, as amended, issued by 
the United States Department of Commerce. 

3. Paragraphs d., h., 1, t., and u., of regula- 
tion 1 of the regulations issued July 2, 19402 
pursuant to the Act of July 2, 1940, in so far 
as they apply to ferro alloys, are modified in 
accordance with the foregoing definitions. 
Regulations 2 to 12, inclusive, of the regula- 
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tions issued July 2, 1940, pursuant to the Act 
of July 2, 1940, are applicable to the exporta- 
tion of iron and steel. 
Frankuin D. Rooseveir 
THe Wurre Hovsse, 
December 10, 1940. 


[No. 8607] 


STRATEGIC RESERVE OF AUSTRA- 
LIAN WOOL 


An exchange of notes dated December 9, 
1940 between the American Chargé d’Affaires 
ad interim in London and the British Secre- 
tary of State for Foreign Affairs under which 
a strategic reserve of Australian wool is to be 
established in the United States appears in 
this Bulletin under the heading “Treaty 
Information”. 
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AMERICA’S ROLE IN THE FUTURE WORLD ECONOMY 


Address by Assistant Secretary Grady * 


{Released to the press December 12] 

The subject before us for discussion, “Amer- 
ica’s Role in the Future World Economy”, is 
like a puzzle with a missing part. None of us 
knows what sort of a world economy the future 
holds in store. However, if we fit together first 
the pieces representing the objectives of our 
national existence, it should not be difficult to set 
in place the other parts constituting our role in 
international economic relations. For the miss- 
ing part, the future world economy, we shall 
have to resort to speculation. Although the 
result of this procedure may not be complete 


?5 F. R. 2469. 
* Delivered in Riverside, Calif., at a meeting of the 
Institute of World Affairs, December 11, 1940. 


end definite, it may at least indicate the nature 
of the problem. 

The objectives of our national existence are 
often oratorically but, in essence, truly expressed 
by such words as peace, prosperity, liberty, and 
equality. Although the last two, liberty and 
equality, which characterize democracy, are 
ends in themselves, they are also means to the 
attainment of the first two, peace and prosper- 
ity. Our American forebears, seeking to build 
a new civilization in a new world and to found 
new homes in an uncompromising wilderness 
and being few in numbers relative to the 
magnitude of their undertaking, were highly 
appreciative of the interdependent nature of 
human society and learned from experience that 
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democracy was the most effective basis for se- 
curing social harmony and cooperation neces- 
sary to the task before them. 

The American people have become keenly 
aware also of the economic interdependence of 
nations, evidenced most forcibly by the depres- 
sion of 1930-32, and know now more surely than 
ever before that peace and prosperity at home 
are dependent upon the existence of a peaceful 
and prosperous world community. 

Cooperation in international relations is no 
less important than in national affairs. If the 
cooperation and good-will of all nations are to 
be secured for the building up of a world order 
under which we in this country may have full 
opportunity for the pursuit of happiness, they 
must be sought on a basis which will make pos- 
sible to other nations as well the pursuit of their 
own happiness. Each member of the world com- 
munity must be assured of liberty in order that 
it may develop its economic, social, and political 
potentialities to the fullest extent possible, and 
it must be assured of equality in order that it 
may undertake such development without fear 
of obstruction and pressure from other nations. 

World prosperity will always be stunted and 
wars will always be imminent so long as some 
nations seek to restrict through force or threats 
the full development of others. 

In short, the objectives of our national exis- 
tence are possible of realization only in an in- 
ternational order based on democratic prin- 
ciples; our role in world affairs, therefore, is to 
preserve and strengthen the democratic basis of 
international relations. This has been and con- 
tinues to be the aim of our foreign policy. How- 
ever, our scope of action in such a role largely 
depends in the future on the outcome of the 
present conflict in Europe; for the future world 
economy, the missing part of the puzzle, de- 
pends on the consequences of the war. 

A major factor in world economy, that is, in 
international economic relations, is interna- 
tional trade. Our present commercial policy, as 
embodied in the trade-agreements program, 
serves to foster democratic economic relations 
among nations, first, by means of reciprocal re- 
ductions in import barriers, which provide inter- 
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nationally greater freedom of access to world 
markets and world supplies of raw materials 
necessary to the fullest possible development of 
national prosperity; and, second, by provision 
for most-favored-nation treatment, which pro- 
vides for equality of opportunity in interna- 
tional trade. The question, then, of our role in 
the future world economy comes down largely 
to this: What change, if any, in our com- 
mercial policy may be required under various 
possible situations in the future to preserve and 
strengthen world democracy. 

A British victory will, of course, provide 
opportunities for directing the post-war eco- 
nomic reconstruction of the world toward a 
more democratic order; it will offer possibili- 
ties of greater freedom of access to world 
markets and sources of raw materials and of 
opening such markets and sources of raw ma- 
terials to all nations on the same terms as to 
the most-favored nation. In other words, the 
prospects will be that the future course of in- 
ternational trade will be governed by the eco- 
nomic needs of a harmonious world, which our 
own trade-agreements program is designed to 
serve, rather than by political objectives re- 
flected in the bilateralistic trade practices of 
totalitarian states. No question would ap- 
pear to arise as to the role which we should 
play in the future world economy under these 
circumstances; a liberal commercial policy, 
such as we now have, would obviously be re- 
quired. 

I believe that the democracies, by remain- 
ing true to their ideals and principles and 
making whatever sacrifices may be necessary 
to preserve them, will emerge triumphant 
from the great conflict now raging, and that 
a world economy based on freedom and co- 
operation will finally prevail. However, 
there are conceivably other possibilities, 


which, I think, should be taken fully into ac- 
count. We must try, for instance, to en- 
visage what the international economic situa- 
tion might be under conditions of a totali- 
tarian-dominated Europe. 

There are, I understand, certain groups 
within the dictator states who would favor a 
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return, under those conditions, to an inter- 
national economy based more or less on free 
currencies, gold, and liberal trade principles. 
There is reason to question, however, whether 
the conditions would be propitious for such a 
course of action. Whereas a British victory 
can give to international relations the stability 
necessary to the establishment of such a sys- 
tem of world trade, there is some doubt 
whether the expansion of dictatorship would 
hold forth such prospects, for such expan- 
sion, perhaps necessarily supported by force 
and oppression, might be expected to breed 
enemies, rebels, and assassins. It may be 
doubted whether nations reduced to vassal 
states through conquest would ever be per- 
mitted to grow economically strong. Ex- 
pediency might demand that their economy 
and trade be subject to restrictions and regu- 
lations designed for their subjugation and for 
the economic aggrandizement of their con- 


querors. 
Restrictions might be required also to make 
Europe as economically self-sufficient as pos- 


sible in order that its dictators might be less 
dependent on allies and more secure against 
other powers, single or combined. Such an ob- 
jective, however, could never be fully realized, 
owing to the lack in Europe of sufficient and 
important resources. This fact would almost 
inevitably lead the aggressors in their vain 
quest for security to seek control of raw-ma- 
terial sources overseas, possibly at first through 
bilateralistic trade devices. Attempts to 
strengthen thus the economic basis of their 
military power would at the same time threat- 
en the economic position of other countries 
and lead to unfriendly relations, further in- 
stability of peace, and consequently further 
insecurity. 

An important factor contributing to the 
strength of our international economic position 
is our ability to compete successfully on equal 
terms with other nations in buying and selling 
in the world markets. This system of interna- 
tional trade, world-wide in scope and offering 
equal opportunities to all, affords us fullest 
possible access to the world’s resources and mar- 
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kets and the greatest possibilities, therefore, for 
the development of our own national economy. 
The stability and growth of this system depend, 
as we know from experience in the great depres- 
sion of the last decade, on the existence of sound 
economic conditions in other countries. 

Whereas our economic interests are furthered 
by the economic growth of other countries, the 
economic interests of aggressors, dominated by 
political and military objectives, lie in the di- 
rection of reducing the economies of other coun- 
tries to stages of development which have al- 
ready been passed. This is the situation which 
arises when a nation aspires to a position of 
world power beyond that warranted by its eco- 
nomic development and must, in order to gain it, 
establish by force an international feudalism 
with itself as its industrial overlord. 

Having possibly achieved, through force, con- 
trol over the whole European market, the Eu- 
ropean dictators would, of course, have a strong 
economic weapon for extending their power 
beyond the immediate reach of their military 
authority, and the raw-material-producing 
countries of the Western Hemisphere, with se- 
rious problems of export surpluses but with no 
problems of living space, might well be singled 
out for bilateralistic advances. 

The imposition by European dictatorship of 
bilateralism on the American republics would, 
of course, restrict our access to markets and raw- 
material supplies in this hemisphere, and, in 
limiting the scope of economic activity of these 
countries, would greatly weaken the interna- 
tional-trade system. Thus it would undermine 
our international economic position, a factor of 
military importance, and, at the same time, in 
opening the way for European political pene- 
tration into the Western Hemisphere, it would 
constitute a threat to our national security and 
defense. 

It is argued in some quarters that since the 
commercial policy of other countries is governed 
by political and military considerations, we are 
forced in self-defense to take such considerations 
into account in our own commercial policy. I 
fully agree. It does not follow, however, that 
we should abandon our present commercial 
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policy and fight fire with fire. There is more 
than one way of putting out a fire. Moreover, 
our present commercial policy has not been de- 
termined by economic considerations alone; its 
aim has been peace as well as prosperity, and 
also it has been of underlying importance in the 
building up of greater inter-American solidar- 
ity, a source of protection to independence and 
democracy in the New World. 

As I have pointed out, our economic and 
political security lie in an opposite direction 
from that of aggressors, namely, in the direction 
of a strong and free, rather than a divided and 
subjugated, world economy. Clearing agree- 
ments, blocked currencies, barter arrangements, 
and other forms of bilateralism are, in the first 
place, not adapted in general to the trade of a 
country, such as the United States, whose ex- 
ports exceed imports; in the second place, such 
trade devices would defeat the very ends toward 
which we must strive. 

Bilateralism arises when control is exercised 
over the medium or transfer of payments due 
by one country to another on account of trade 
between the two countries. Of the two coun- 
tries involved, only the one having an excess 
of imports over exports in its trade with the 
other is in a position to impose such control 
effectively, and it alone would have any advan- 
tages to gain from it, such as increased export 
sales or compulsory service and repayment of 
loaned funds. With little fear of retaliation, 
the country with the net import balance can 
threaten to curtail imports from the other coun- 
try unless that country agrees to take the net 
payments due to it on account of its excess of 
sales over purchases in the form of merchandise 
or unless it agrees to apply such payments to 
the service and repayment of borrowed funds. 
In one instance, the victimized country, the 
country with a net export balance, is prevented 
from using part of the proceeds from its ex- 
ports for the purchase abroad of supplies needed 
by its industries and consumers and, in the other 
instance, it is required to spend those proceeds 
in a country which may not be able to supply 
many of its needs at all or not able to supply 
them at as low prices as could a third country. 
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Moreover, since the foreign currency obtained 
from the sale of exports under these conditions 
is of restricted use, its value tends to fall in 
relation to that of the victimized country whose 
exporters, consequently, find the markets of the 
other country a less profitable outlet for their 
products. 

The trade between the two countries is thus 
curtailed in both directions and, at the same 
time, as a result of the discriminatory, dog-in- 
the-manger restrictions, third countries have 
been denied markets which they might have ob- 
tained on an equal, competitive footing. 

As for the country with the net export bal- 
ance, the shortage or high cost of imports, fol- 
lowed by a shrinkage of its export markets, 
undermines its internal economic structure and 
in desperation it may seek to impose bilateral- 
ism on countries in respect of which it may have 
a net import balance of trade. 

Thus bilateralism spreads; free international 
competition, especially important to the United 
States, is threatened with destruction; world 
trade declines; national economies collapse; 
social unrest and international strife arise; and 
the world becomes a paradise for revolution- 
aries and aggressors. 

Advocates of bilateralism in this country who 
would fight fire with fire may not necessarily 
be at heart merely irresponsible firebugs with 
a mad desire to destroy imports; some may be 
sincere in their motives, but little realize what 
fires await them at the end of the road paved 
with their good intentions. 

It is clear that the United States, not having 
an import trade balance, is not in a position to 
adopt a general bilateralistic policy and that 
such a policy would be fundamentally opposed 


to our interests as well as to those of the other | 
American republics. The question arises then as [| 
to how the New World might entrench itself | 
against economic and political pressure from the | 


Old. 


At the root of this problem lies the fact that | 


the American republics, including the United 
States, have been dependent upon the markets of 
Europe, including the United Kingdom, for the 
disposal of about 44 percent of their surplus 

















42 Ww FR = cr 








m seoupecgin 5 oP.) 











DECEMBER 14, 1940 


production. It might not be possible and cer- 
tainly it would not be desirable for the Ameri- 
can republics to abandon those markets, and it 
is no part of the program of inter-American 
solidarity to squeeze the trade of totalitarian 
powers out of this hemisphere. But it is im- 
portant that the American republics present a 
united front concerning the basis on which such 
trade shall be conducted. At the Inter-Ameri- 
can Conference at Habana last July, they de- 
clared that the American nations should be 
prepared to resume the conduct of trade with 
the entire world in accordance with the liberal 
principles of international trade as soon as the 
non-American nations are prepared to do like- 
wise. 

While desiring to carry on trade with Europe, 
the American republics would be in a far better 
position to withstand bilateralism and would 
have a more compelling reason to join together 
for that purpose if markets could be found in 
the Western Hemisphere for a larger share of 
their exportable surpluses and if their agricul- 
ture and industry were developed with a view to 
supplying a greater part of each other’s im- 
port needs. The strength of inter-American 
solidarity lies in the expansion of the American 
markets for American products and in the de- 
velopment of production in this hemisphere to 
supply those markets. The building up of closer 
economic relations between the American coun- 
tries means that import barriers against each 
other’s produce must be lowered and that finan- 
cial assistance must be provided for directing 
agricultural, industrial, and other economic ac- 
tivities along lines of mutual benefit. 

Great advance in this direction has been made 
and is being made in accordance with the liberal 
commercial policy embodied in our trade agree- 
ments and as a result of the lending program of 
the Export-Import Bank. The strengthening 
of economic solidarity among the American re- 
publics is possible in the future, as it has been 
in the past, only on the basis of the existing 
policy of multilateral trade. 

Bilateralism, applied to the trade between the 
United States and the other American republics, 
would have effects directly opposed to the pro- 
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motion of inter-American solidarity. For rea- 
sons which I have already pointed out, it would 
result in a contraction of markets in this hemis- 
phere for the products of the United States and 
of the Latin American countries; it would ac- 
centuate the problems in this hemisphere of ex- 
port surpluses and foreign-exchange shortages ; 
and it would increase the dependence of the 
American nations, including the United States, 
upon the markets of non-American countries. 

Moreover, such trade restrictions would, in 
the first place, render economic conditions in 
American raw-material-exporting countries un- 
sound for foreign investment and, in the second 
place, they would severely curtail supplies of 
foreign exchange available for the service or re- 
payment of foreign loans. Thus, under bilater- 
alism, inter-American capital movements would 
be discouraged and opportunities would be lim- 
ited for inter-American financial assistance nec- 
essary to the strengthening of hemisphere soli- 
darity. 

It is conceivable, of course, that the war in 
Europe might not result in a decisive victory for 
either democracy or totalitarianism. There is 
the possibility of a negotiated peace which might 
confine the dictators to the continent of Europe 
and leave England a free, democratic country. 
The United Kingdom provides an important 
outlet for the export surpluses of this hemis- 
phere, and the existence of such an outlet would 
greatly lessen the economic difficulties involved 
in strengthening the united stand of the Ameri- 
can republics, together possibly with other free 
democracies, against the subversive trade prac- 
tices of the dictator powers. 

It would be foolish not to recognize the seri- 
ousness of the situation in which we might find 
ourselves should the forces of tyranny and ag- 
gression gain a decisive victory in the European 
struggle. Our position as a world power might 
be critical, our security might be threatened, and 
adjustments required in our economy and in our 
international economic relationships might be 
great and far-reaching. It would be foolish not 
to recognize the seriousness of such a situation 
lest we should relax our present efforts to pre- 
vent it and to protect ourselves against it. In 
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other words, we must not for a moment lose 
sight of the necessity of sustaining with vigor, 
on one hand, our policy of aid to the British 
and, on the other, our program of inter-Ameri- 
can solidarity. 

But no matter what future world economy 
may be envisaged, the role we play in it, deter- 
mined by our ideals and interest, will be the 
same: to maintain and further the principles 
of democracy among nations seeking a liveli- 
hood in the world community. Success is as- 
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sured at the outset by the survival of democracy 
in Europe. In other circumstaces, our role may 
be difficult but all the more important, for then 
the cause of freedom must look to the New 
World alone for refuge and strength. And if, in 
our relations with the other American republics, 
we adhere faithfully to the multilateral policy 
embodied in our trade-agreements program, 
there will be provided in inter-American solidar- 
ity a basis upon which a free, prosperous, and 
happier world may in time be built. 


MAINTAINING AMERICA’S FOREIGN TRADE 
Address by Raymond H. Geist + 


[Released to the press December 11] 

After 15 months of war in Europe we may 
again take stock of our position as an export- 
ing and importing nation. The repercussions of 
the conflict have extended so far as to affect our 
own national life in a way which only a short 
time ago seemed impossible. Now we are facing 
realities not with heavy hearts but with deter- 
mination and resolution which forecasts the 
fulfillment of our hopes and aspirations. The 
Nation has at last generally obtained a fair un- 
derstanding of the international situation and 
has been able not only to estimate correctly what 
issues are vital and foremost but what is second- 
ary and relative. These realities have come 
upon us with shocking suddenness; and though 
few of us have witnessed directly the violent 
changes which are taking place among peoples 
in other parts of the world, we are able never- 
theless to grasp the basic meaning of it all and 
steer our course accordingly. It is important 
for the businessman today to keep in mind the 
larger phases of the national problem. The ex- 
porter and importer and the executives of firms 
having interests abroad must bear in mind that 
the problems with which our country is faced 
are not private but national in character and 
will not easily admit of separate solution. 


‘Delivered before the Export Managers’ Club of Chi- 
cago at a luncheon December 11, 1940. Mr. Geist is 
Chief of the Division of Commercial Affairs, Depart- 
ment of State. 


Indeed, not only are the vital questions facing 
us national in scope, but in their ultimate phase 
extend far beyond the confines of the United 
States and link up with grave problems affect- 
ing the welfare of other nations, and, in the 
last analysis, of the whole world. This em- 
phasizes the subordinate position which each 
must naturally accept for himself. Not only 
must each merchant find his role in trade limited 
or expanded according to the general scheme of 
the national good; but even groups and whole 
industries must follow suit by adapting their 
commercial and industrial operations to the one 
aim which is now paramount, namely, the de- 
fense of the Nation. While it is natural that 
each should look after his own interests and 
struggle to maintain the trade on which he de- 
pends for livelihood, a larger measure of fore- 
sight and planning for future eventualities will 
help to preserve a tolerable trade position. The 
changes that are coming about rapidly in nu- 
merous instances give little time to make proper 
adjustments. The sudden embargoes placed 
by other nations on goods which have heretofore 
been exported from this country provide the 
familiar example. These changes come about 
with little warning; and in most cases they are 
brought about through extreme national neces- 
sity. There is little opportunity for this Gov- 
ernment to intervene on behalf of the American 
interests affected ; because the measures adopted 
by other nations are invariably dictated by grim 
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self-preservation. Consequently, the whole 
wide sweep of our international trade and the 
thousands of commodities and articles making 
up both exports and imports are subject to the 
shifting trends of policies adopted by other 
countries and by the difficult political and eco- 
nomic situations in which they find themselves. 

We have, however, progressed so far in mak- 
ing up the national mind as to the safest course 
in the present world struggle that certain trends 
are beginning to emerge from the general be- 
wilderment and confusion. It is essential to 
the American businessman that he understand 
the course events are taking. This country is 
mustering its strength and resources for a gi- 
gantic feat of national defense. This defense 
is concerned not only with the protection of our 
political integrity but of our position in world 
trade. We are, of course, concerned with the 
effects of the war upon our import and export 
trade; and it is proper for merchants to con- 
tinue engaging in normal transactions and en- 
deavoring to keep the usual channels of trade 
open as long as circumstances permit. But 
when markets which have been opened to us for 
decades, and in some cases for generations, are 
closed, we must adjust ourselves as rapidly as 
possible to the changing conditions. It is on 
this account that the general dislocation of en- 
terprise which is taking place requires greater 
mobility and resourcefulness on the part of the 
individual businessman. 

While our foreign trade has increased over 
a billion and a half dollars during the first 
year of the war as compared with the same 
period the year before, much of this trade has 
been made up, on the export side, of materials 
and equipment of war, which has brought no 
comfort to the exporter who has lost his mar- 
kets abroad for less urgent merchandise. It 
is the loss of markets for normal peacetime 
goods which creates the immediate problem 
for a large number of business houses which 
have been unable to find new outlets for the 
commodities they handle. The solution of this 
problem lies obviously in the direction of our 
defense effort. Business firms which have 
previously supplied foreign countries with an 
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appreciable amount of American surplus 
goods must for the time being expand their 
sales in the home market or seek greater distri- 
bution in regions where heretofore little ef- 
fort has been made. 

When war broke out there was the general 
belief in this country that America would 
experience an immediate boom through sup- 
plying overseas countries with needed ma- 
terials. Though England and France chiefly 
had placed large orders in this country for 
certain types of war materials and equipment, 
no significant stimulation to trade was at first 
apparent; and it appeared to most observers 
that the warring nations would be able to 
satisfy their own needs from sources other 
than the United States. This was due in part 
to the lethargy and slow tempo of the first 
six months of the conflict, which, after the 
invasion of Norway, the Low Countries, and 
France, suddenly provided a stimulus and a 
tempo to our industries for which we were 
almost wholly unprepared. Since the gallant 
retreat of the British forces at Dunkerque, 
the world picture has vastly changed; and the 
threat rampant in the world became an im- 
mediate concern to this country. Since then 
we have embarked upon a colossal defense 
program which has had no parallel in our 
history. Economic processes have become sub- 
ordinated to the national effort, which with 
ever-increasing acceleration now inevitably 
moves on toward a crisis which may be long 
delayed. 


It would be unwise for those who are en- 
gaged in the import and export business to 
ignore in any degree the potential changes in 
the international situation which the future 
holds. The wisest calculations may lead to the 
gravest of errors. It is more likely, however, 
that miscalculation may arise from believing 
that the normal course of events will ensue in 
connection with the markets which we still 
enjoy in foreign countries. The more remote 
these markets are and the more subject to the 
vicissitudes of political events transpiring in 
such regions, the more likelihood there is that 
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trade in such quarters may be suddenly and 
temporarily interrupted. 

Owing to the complexities of the factors in- 
volved in the actual situation, it may be impos- 
sible to define with any clearness or definiteness 
the trends which are slowly developing. It is 
important, however, that as much insight as pos- 
sible be obtained, chiefly in order to avoid form- 
ing conclusions which may be based upon false 
hopes or fears. The business world as much as 
the whole Nation requires to face the immediate 
tasks with courage and confidence, knowing 
that in the end our free way of life and trade 
will be preserved. If we were to take the same 
view of foreign trade as those nations which 
have primarily to conserve foreign exchange, 
the record of the first year of the war would 
be satisfactory enough. We had an export bal- 
ance of approximately one billion four hundred 
millions of dollars. Large increases have been 
made in our trade with Europe and with Latin 
America. Exports to the countries of South 
America have totaled a net gain in value of 50 
percent, while our exports alone to Argentina 
lave increased 80 percent. We are not, however, 
concerned in maintaining a favorable balance 
of trade. We are confronted by the unique situ: 
ation of facing a huge demand for our goods 
from many quarters of the world—from cus- 
tomers who though willing to pay are unable. 
We find it impossible to compensate ourselves by 
importing to the same degree the goods offered 
in payment. In many cases such commodities 
would only add to our own surpluses and create 
additional burdens. 

It is not my purpose at this time to analyze 
these trade statistics, which are familiar to you 
all. It is unnecessary to comment on the trade 
relations existing between ourselves and the 
various countries of the world. It is sufficient 
to point out that great dislocation has taken 
place not only through the loss of markets on 
the continent of Europe but in other parts of 
the world, where blockades and military meas- 
ures are interrupting transportation and the 
normal exchange of goods. The question is how 
will the United States meet the emergencies 
created by these conditions and in what manner 
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will eventual order be brought out of the 
threatening international chaos? 

We can gain no insight into the economic 
future of the world by following the present 
trends of international trade. All that is tak- 
ing place at the present time is impelled for the 
most part by political necessity. There is still 
a considerable residue of transaction taking 
place among international traders, which is 
based upon normal and established commerce; 
but the tendency is for that trade to eliminate 
itself and yield to the ever-growing pressure of 
political exigency. It is precisely the inevitable 
and increasing force of political realities which 
day by day is now superimposing itself not 
only on the national economies of every nation 
but on the international as well. Far-reaching 
economic and financial decisions must be made, 
and grave problems dealing with the movement 
of goods, foodstuffs, and raw materials must be 
solved ; but these decisions will be made in con- 
formity with the essential problems of defense 
and national security. The dislocation of com- 
merce from the normal channels of trade is not 
only the result of the destructive forces which 
accompany an international upheaval such as 
the world is now experiencing, but has its cause 
also in the very opposite trend and movement, 
namely, that of fortifying and firmly establish- 
ing the political and military offensive upon 
which a nation is depending for victory, or, as 
in the case of the United States, on defense. We 
have become familiar with this process of de- 
liberately dislocating the channels of normal 
trade through the steady action of certain 
European countries during the last seven years 
when the military and strategic strength of these 
countries was being built up. The nations now 
engaged in defending themselves against ag- 
gression have no other choice than to follow 
suit. How far the process of dislocation will 
extend, and how abnormal the production of 
emergency goods will be, depends upon the 
length of the conflict and how soon it may be 
possible to undertake the restoration of trade 
in those areas which are now cut off from the 
free channels of commerce. The goods which 
will have to be produced in ever-increasing 
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quantities to pursue and accomplish the politi- 
cal aims to which this country has pledged a 
substantial share of its material resources will 
constitute the major movements in certain chan- 
nels of international trade. But whatever may 
be the immediate results of these changes in 
the production and movement of goods on the 
individual exporter and importer, it must be 
borne in mind that the common purpose is 
served by accelerating the process. 

This country has at last come to the conclu- 
sion that defense and freedom must take the 
precedence over every other national considera- 
tion. 

It therefore becomes the primary obligation 
of American businessmen engaged in interna- 
tional trade to recognize the priority of poli- 
tical exigencies. It would be a mistake to con- 
template this situation with misgivings, fears, 
or hesitation. 

The strength of our economic and financial 
position is unassailable. The resources of this 
country, which it is unnecessary to enumerate, 
assure to us a material security and power so vast 
that no one could safely underestimate it. These 
resources are now being mobilized into impreg- 
nable means of defense, which defense we must 
understand in terms broader than that implied 
in a territorial sense. When the trade of a na- 
tion is exposed to the arbitrary power of force 
and the lawful pursuits of international com- 
mercial intercourse are harried and destroyed, 
no remedy remains except that of resistance. 
Already the bastions of defense extend beyond 
our shores; and in conformity with the aspira- 
tions of the other nations of this hemisphere a 
phalanx of common interests defines in the west- 
ern world an economic bloc of states among 
which international trade must go forward. 
This fact stands above all others in the world to- 
day. Since the nations of this hemisphere have 
united their wills in a common determination to 
preserve the free way of life, they have also 
given validity to the common purpose of foster- 
ing and promoting trade. The unification of the 
21 American republics in the maintenance of 
their economic integrity, which has _ been 
achieved through the successive conferences at 
Montevideo, at Lima, and at Habana, is the first 
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permanent structure which assures the main- 
tenance of our international trade. Within this 
area there is a vast scope for financial and eco- 
nomic development, which will not only employ 
the genius of this Nation, but the energy and 
labor of the business and industrial interests of 
all the countries concerned. The problems in- 
volved in the development of inter-American 
trade have to be faced no matter how complex; 
and in the end successful solutions must be 
found. It is not my purpose to discuss these 
questions or enumerate the measures which have 
to be taken to assist the nations toward the south 
in developing their own resources and freeing 
them eventually from dependence upon the 
manufacturing industries of Europe. A vast 
amount of work has to be done extending per- 
haps over decades and even generations. The 
resources are ample, and genius and will to ac- 
complish what is necessary are present. Inci- 
dental to the task of maintaining our trade po- 
sition in the world are those questions which 
concern the economic prosperity of the other re- 
publics in this hemisphere: The equitable ad- 
justment of exports and imports through build- 
ing up complementary trade; cooperation in the 
distribution of surpluses, whenever such cooper- 
ation becomes necessary and advisable; wise 
regulation of all debt questions; and finally a 
practical loan-and-credit policy. There is no 
thought of anticipating or even contemplating 
locking up the gigantic resources of this hemi- 
sphere from the rest of the world, and by so do- 
ing confine the foreign trade of this country to 
inter-American movement. Let me quote from 
a statement made by the Secretary of State, the 
Honorable Cordell Hull, upon leaving Habana 
at the close of the second meeting of the Foreign 
Ministers or their representatives of the Ameri- 
can republics at Habana on July 30, 1940. 
Speaking of the resolution on economic cooper- 
ation adopted by the Habana meeting, the Sec- 
retary said: 


“In that resolution, the 21 American republics 
reaffirmed their adherence to liberal principles 
of international trade—those of equal treatment, 
of fair practices, and of peaceful motives. They 
declared their determination to apply these prin- 
ciples in their relations with each other as fully 





540 


as present circumstances permit and their readi- 
ness to conduct trade in accordance with these 
principles with any non-American country pre- 
pared to do likewise. At the same time, they an- 
nounced their purpose ‘to devise and apply ap- 
propriate means of effective action to cope with 
the difficulties, disadvantages, and dangers aris- 
ing from the present disturbed and dislocated 
world conditions.’ ” 


The destruction of our trade and commerce in 
those parts of the earth where a different form 
of economy exists and where other principles 
of trade and other methods of the exchange of 
goods have been superimposed by force consti- 
tutes for us a challenge which lies well within 
our power to accept. The terms of this accept- 
ance do not imply that we shall have to bargain 
our way to former markets or recognize the 
validity of any new orders established on the 
continent of Europe or anywhere else in the 
world. It will be futile, no matter in what 
province of our national existence we consider 
the future of our country, to attempt in the 
slightest to adjust our way of thinking and 
even more so our way of doing business to un- 
realities which we know to be repugnant and 
uneconomical. The time has come for the 
United States in cooperation with its friends 
everywhere in the world to preserve free travel 
on the seven seas and the broad, open lanes of 
commerce so that we may send our products to 
every nation disposed to receive them and carry 
on the normal exchange of goods. 
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Maintaining our trade throughout the world 
is nothing less than our right to associate on 
equal terms with other nations. No position 
less than the fullest and most absolute freedom 
would be fitting to the dignity and greatness of 
our people and conform to the destiny which 
our past history justifies. 

It is our duty not to speculate on the demands 
which those opposed to our way of life may 
dream of imposing, but to establish our de- 
fenses with increasing speed and so extensive 
that a world-wide commercial intercourse will 
be permanently assured. For nine years, ever 
since the invasion of Manchuria, the process of 
deterioration has been slowly consuming the in- 
habitable world. During this period our trade 
has been increasingly interfered with, our com- 
merce has been subjected to unjust and brutal 
control, our merchants have been dispossessed 
abroad of their established and legal rights, our 
goods have been seized, and we have been de- 
nied access to and the freedom to trade with 
nations and with peoples with whom we have 
been on friendly terms since the colonists came 
to this country. 

In maintaining America’s foreign trade we 
have one impelling obligation and that is to free 
our commerce from all and every interference 
and to restore the inalienable rights which are 
ours to the end that we may trade with ail na- 
tions in all parts of the world where and when 
we wish, 


OUR MERCHANT MARINE IN WORLD TRADE AFTER THE WAR 


Address by Jesse E. Saugstad ° 


[Released to the press December 10] 
In any attempt to peer into the future I 
suppose that the first thing to do is to decide 


* Delivered at the Fourteenth Annual Convention 
of the Propeller Club of the United States and 
American Merchant Marine Conference, New Or- 
leans, December 10, 1940. Mr. Saugstad is Assist- 
ant Chief of the Division of International Communi- 
cations, Department of State. 


through whose eyes we are going to do our 
peering. I prefer to look through the eyes of 
a shipping man who is in commercial ship- 
ping as a business and who has to include in 
his present plans unknown future conditions 
which will follow the cessation of current war 
conditions. 

Before peering into the future, our figura- 
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tive shipping man will undoubtedly want to 
take a look at the past to see what happened 
to shipping after other wars during which di- 
version of tonnage caused heavy dislocations 
in trade and shipping. Then, he will want to 
look at the present situation and from that 
point he will have to try to outguess the fu- 
ture. 
Post-War SLuMPs 


Looking to the past, he will see that after 
the Crimean War, after the Boer War, after 
the 1914-18 war, and after every shipping 
boom, there was inevitably a tremendous ship- 
ping slump. The timing of this slump, how- 
ever, is the unknown quantity. He will recall 
that following the war of 1914-18 the central- 
ized wartime control which had been estab- 
lished over shipping was maintained for a 
considerable period, causing a tremendous 
boom for free tonnage and for American ves- 
sels, and that when the centrally controlled 
tonnage was released into trade channels the 
bottom dropped out of the tonnage market. 
From the foregoing, our shipping man will 
probably deduce that when the present war 
ends there will be a shipping slump. 


CENTRALIZED Suipprinc ConTROL 


But what is of perhaps greater importance 
to him than anything else in the present sit- 
uation is the unanswered question which has 
been hung over practically all commercial ship- 
ping in 1940: “When the current war is ended, 
will shipping be returned to its former posi- 
tion of a competitive transportation business, 
or what part of it, for practical purposes, may 
be continued under centralized control as a 
necessary service to trade in the operation of 
large-scale commodity exchanges in which gov- 
ernments may be interested?” In other words, 
how far will the world move either toward or 
away from government direction of trans- 
portation in peacetime as a result of govern- 
ment direction of transportation during war- 
time? 

First, he will observe that in 1940 practi- 
cally all commercial shipping finds itself im- 
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mobilized or under government direction. 
When the latest nation entered the European 
war a few weeks ago it was estimated that 
there remained in the international market 
between seven and eight percent of the world’s 
ocean-going tonnage available for charter op- 
eration. Second, and more important, he will 
remind himself that this is the second time 
in a quarter of a century that commercial 
shipping has come directly under centralized 
government control. He has no guaranty as 
to when and to what extent governments may 
release shipping into private channels under 
private management. 


BritisH SHIPPING 


Looking to the British position, it is a practi- 
cal impossibility to make any prediction as to the 
effect of the war. Pushed back upon itself, the 
United Kingdom does not in this war, as it did 
in the war of 1914-18, have to maintain an 
allied shipping structure as a service to Euro- 
pean coastal countries and to British expedi- 
tionary forces maintained there. The matter is 
principally one of maintaining supply of neces- 
sary materials to the British Isles. The extent 
of destruction of tonnage in the British service 
has to some degree been offset by new construc- 
tion, by acquisition, and by the cooperation of 
certain Governments who have requisitioned 
their commercial fleets and made them available 
for British use. No one can predict how long 
this cooperation will continue when the war is 
over. Nor, of course, what the status or dis- 
tribution of the then existing tonnage may be. 

The one known fact concerning British ship- 
ping operations is that the British commercial 
fleet itself is under very definite central control 
by the British Government, and that Govern- 
ment has made no statements as to any inten- 
tions or plans it may have in respect to its post- 
war policy toward British commercial shipping. 

After the war of 1914-18, British shipping 
was released to its former position as a private 
competitive industry as soon as the necessary 
post-war straightening out of affairs had been 
accomplished. But no clear-cut statements as 
to this policy were announced during that war 
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until pressure by the shipping industry for some 
answer from the British Government became 
so great that a statement was issued covering 
the Government's intentions in regard to British 
shipping following the war. This controversy 
arose at a time when many British interests 
were urging their Government to continue the 
wartime control of British shipping after the 
war. 

As to what the British shipping policy will 
be following cessation of current hostilities, as 
stated, no announcements have been made. 
Now, as then, there is discussion of the post-war 
position of British shipping. It is quite ob- 
vious, as anyone can observe by reading the cur- 
rent debates in the House of Commons, that 
there is a discernible shift from conservative in- 
fluence to labor-party influence, which may 
have an important bearing upon future British 
shipping policy. British labor, according to its 
representatives in the Parliament, is cooperat- 
ing fully in the prosecution of the war. But it 
is also obtaining considerable concessions in 
terms of unionized industry and in more effec- 
tive opposition to existing labor legislation. 

The net result may be that British internal 
policy may be so altered during the course of 
the war that some new policy may appear which 
will have a marked effect upon the status of 
British shipping after the war. Moreover, the 
well-publicized present operations of the British 
Government in terms of enormous commodity 
deals are not necessarily ended with the end of 
the war. The possibility that they may con- 
tinue for some time thereafter in the general 
readjustment of world trade without and within 
the British Commonwealth of Nations cannot be 
ignored by our shipping man. 


EurorPEAN SHIPPING 


It would now be well to examine the possi- 
bilities which lie in the sphere of totalitarian 
control of trade and shipping. Before the out- 
break of the present war, some effort was made 
in the direction of economic self-sufficiency in 
Central Europe in order to make those regions 
less dependent upon the transportation of cer- 
tain basic materials through the sea trades. This 
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appeared in the form of a definite economic drive 
toward the creation of supply regions within 
Europe for minimum requirements of certain 
basic commodities during periods of war or 
world economic crises. 

Should the war give effect to such efforts and 
resolve into a situation wherein many European 
nations presently under totalitarian military 
control would continue under totalitarian eco- 
nomic and political control, the result would not 
only affect sea-going traffic but it is possible that 
upward of one half of the world’s shipping 
tonnage might come under ‘the influence of 
totalitarian government direction. If so, it 
would be the first time in history that any ag- 
gregation of tonnage as large in amount as that 
of the British Empire might come into competi- 
tion with the British commercial fleet. Thus 
two enormous forces, one totalitarian and one 
traditionally liberal, might come into grinding 
competition like two enormous millstones. In 
such a case, the position of the American mer- 
chant marine is a subject for intensive specula- 
tion. 

If our shipping man analyzes European ship- 
ping history, however, he will note the very in- 
teresting fact that nations under totalitarian oc- 
cupation, with the exception of the Scandina- 
vian countries, have never gone beyond the de- 
velopment of liner services in shipping. Ger- 
man shipping has always revolved about the 
large liner groups based on Hamburg and Bre- 
men. There has been no German charter ton- 
nage. Italy has fostered a network of ship- 
ping lines under government direction with the 
declared object of establishing communications 
between component parts of Italy and her 
spheres of influence. There has been no Italian 
charter tonnage. Beginning in 1840 France has 
worked for a whole century along the line of 
the development and maintenance of liner serv- 
ices almost exclusively. The French attempt 
during the past 15 years to develop a tanker 
fleet has met with little success. 

The great chartering pool of Europe lies, of 
course, in the Scandinavian and British areas. 
The Norwegian fleet alone is said to be about 
80 percent devoted to chartering operations. 
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The theory most generally advanced on the 
subject of the possible effect of totalitarian in- 
fluence on shipping in Europe has been that, if 
this influence should continue, one may expect 
overseas commerce to be directed very largely 
by way of the large shipping lines based on, 
for example, Hamburg, with distribution serv- 
ices within the Hamburg range and Baltic and 
North Sea areas carried out by free chartered 
tonnage. This fits into the historic attitude of 
government interest in liner services only— 
never to enter chartering operations except dur- 
ing periods of war or emergency. 

It should not be overlooked that both British 
and Central European import from North 
America of such commodities as cotton, copper, 
oil, or metal might be affected by some diversion 
to competitive supplies of the same products 
from South America. This should be recog- 
nized by shipping people as a possibility in 
any reorganization of the European economic 
program. 

Nor should it be overlooked that if totalitarian 
influence should continue it might achieve a po- 
sition to produce competitive goods under con- 
ditions which would enable it to offer more in 
the way of manufactured products for a given 
commodity than we might ever be able to offer. 
Not only that, but if the productive capacity of 
Europe should become centrally controlled, so 
would the purchasing capacity, so that a single 
purchasing unit would be in a position to go, for 
example, to a South American country and buy 
everything that that country wanted to sell. In 
this case it would be very simple, we would as- 
sume, for the purchaser to control completely 
the transportation of his purchases as well as 
his sales. 


Unrrep States SHIPPING 


Returning now to the home front, our ship- 
ping man comes face to face with the practical 
problem of where he stands in the national pic- 
ture. Is he an owner of ships for charter, is 
he engaged in liner-service operation from port 
to port simply as a common carrier, or is he part 
of an American industrial or commodity struc- 
ture which finds it expedient to be in the ship- 
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ping business? In what group will he stand the 
best chance of carrying forward his shipping 
business? On this question, of course, there is 
wide difference of view and a great deal of 
argument. 


NATIONAL Po.icy 


In a national sense, he will find that the ship- 
ping policy, so far as the Government may have 
any influence in shipping, is to establish and 
maintain the liner-service principle as of para- 
mount importance. Most of our liner services, 
however, exist by and with some kind of Govern- 
ment support, and this brings up the question of 
what assurance there may be that this policy 
will continue, in view of the fact that the mor- 
tality rate of our shipping-policy laws has been 
extremely high. 

The Shipping Act of 1916 was passed in re- 
sponse to tonnage shortage, which arose for the 
third time in 18 years. Each time war condi- 
tions involving European shipping nations 
caused tonnage diversion from the American 
trades. It was a shippers’ act. 

The Shipping Act was only four years old 
when an enormous national tonnage began to 
appear as a result of the war shipbuilding pro- 
gram. This raised a ship-owning interest, and 
so the Merchant Marine Act of 1920 was adopted 
in an effort to transfer the Government tonnage 
into private commercial operation. Perhaps 
the most significant provision in the act was the 
repeal of the authority bestowed upon the Pres- 
ident during the war to requisition shipyards 
and ships, to prescribe charter rates and freight 
rates. When it is borne in mind that the coun- 
try had become habituated to government own- 
ership and operation of means of communica- 
tions by sea, by land, and through the air, and 
that the political sentiment and theory were 
strengthened for the time being by high freight 
rates and by the profits made in shipping, the 
repeal of the President’s authority in these mat- 
ters becomes even more significant. 

To ease the pressure of eight million tons on 
the Government’s hands in 1922, an attempt was 
made to obtain a general navigation bounty law 
in order to encourage the sale of tonnage to 
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private hands. The bill passed the House but 
not the Senate. 

The next step was the Merchant Marine Act 
of 1928, which was based upon the century-old 
practice of fixed communication routes and long- 
time mail contract. 

In 1936 this system was done away with and 
still another system substituted, which at least 
has produced some new tonnage and activity in 
the shipyards. 

So it is seen that during a 20-year period of 
trial and error, four separate policy laws were 
enacted. New acts did not necessarily repeal 
old ones since many features of each law were 
carried forward. But the significant result has 
been, when we look back upon the record, that 
no sooner does the Congress show its willingness 
to enact statutory law to remedy a general ship- 
ping condition than economic law and political 
events create a change in conditions which serve 
to make statutory law ineffective. The Mer- 
chant Marine Act of 1936 is already four years 
old and during its life has been seen the greatest 
upheaval of commercial shipping the world has 
ever encountered. 

Finally, consider the Neutrality Act and its 
effect on a considerable amount of American 
shipping. To many who deal with commercial 
shipping, the Neutrality Act in its immediate 
effect on shipping may appear inconsistent with 
previous policy acts. The net result of that act 
on shipping is to divert American shipping 
from certain trade areas in which such shipping 
had been engaged under the provisions of pre- 
vious acts. 

Fortunately, the tonnage market has been 
such that shipping diverted by the Neutrality 
Act has found employment in other trades. 
The significance of the Neutrality Act in con- 
nection with this discussion is that during the 
present war crisis in Europe, even the United 
States has enacted legislation which has had the 
effect of diverting tonnage from one economic 
area to another economic area. 

While there is no indication that there is in 
contemplation any new policy legislation which 
should be considered by our shipping friend, he 
will want to bear in mind that unknown events 
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arising out of the present upheaval might easily 
lead to further consideration of the position of 
shipping in one direction or another. In the 
enormous operations in which governments are 
presently engaged, various transactions and ex- 
changes take place which, in themselves, create 
a large volume of traffic for the ocean carrier. 
But the creation of this traffic may carry with 
it a not unnatural inclination also to maintain 
some direction of the traffic. It is in a situation 
of this kind that a strictly common-carrier 
shipping service may find itself under direct 
government influence through priority demands 
and through allocation of traffic to various lines 
for various reasons. 


Commopity AND INDUSTRIAL Surprrna Groups 


There is a group of shipping operations in the 
United States whose effective fleets are based 
upon association with certain basic commodities 
or industrial products and which in many 
instances are not dependent upon public sup- 
port for their operation but which maintain 
effective cooperation with both trade and the 
Government. 

The fact that certain commodity and indus- 
trial groups maintain tonnage for their own pro- 
tection in large-scale operations in world trade 
has not always pleased those who seem to believe 
that shipping services should be placed strictly 
on the common-carrier basis and should be en- 
tirely divorced from those who control the 
cargo. Those who some years ago advocated 
separation between carrier and cargo interest 
were inconsistently the same ones who said that 
the position of national shipping should be that 
of the delivery system of a department store. 
None of us has yet heard of a department store 
which has paid dividends to stockholders from 
the earnings of its delivery wagons. 

For example, no one can deny the efficiency 
of that portion of our national tonnage which is 
owned by and under the direction of the oil in- 
dustry, and it cannot be asserted that the tanker 
fleet depends for its existence upon Government 
direction or Government subsidies. Many be- 
lieve that no single industrial change has had a 
more serious effect upon carriers in ocean trans- 
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portation than that which has been caused by 
a shift from coal to oil fuel in commercial ships 
and in industrial use. Coal is the only impor- 
tant raw material in which the United Kingdom 
is self-supporting. The decline in coal exports 
from the United Kingdom has been such that a 
few years ago it was estimated that 700 fewer 
shipping departures took place each month 
from the United Kingdom than before the war 
of 1914-18, assuming that the average outbound 
coal cargo amounted to 4,000 tons. This coal 
truck of the sea has been replaced by the tanker, 
and the character of ships and ship operation 
has been changed accordingly. 

Another fleet is attached to the ore and steel 
products and, while not necessarily dependent 
upon these products for its main cargo supply, 
it is nevertheless true that the world-wide 
operations of the steel industry have brought 
about one of the strongest and most effective 
competitive shipping operations in the world 
today without dependence upon the Govern- 
ment. 

Another commodity, and this time an im- 
port commodity, is the foundation upon which 
a large and effective fleet of ships operates. 
This is the fruit trade, an operation that is in 
the nature of a sphere of influence and an 
industrial empire which supports a large and 
effective fleet. 

Also there may be mentioned the shipping 
operations directly or indirectly dependent 
upon the sugar movement, which inherently 
is the support of one of the largest group of 
vessels in American shipping and which may 
be said to be independent of Government 
direction. 

Many believe that these groups, in which 
transportation becomes a service of utmost 
value and yet not necessarily an end in itself, 
rest on such substantial ground that it would 
be surprising if any disturbance in the world 
trades would be of sufficient scope to put them 
out of business. In these operations, the 
freight rate, speculative or otherwise, is not 
always of paramount or governing nature. 

If we look to the Pacific, we see certain liner 
shipping operations of foreign registry which 
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are, in effect, integral factors in vertical com- 
mercial structures. It is quite possible for 
these structures to build a ship in their own 
shipyards, to operate the ship in their own 
shipping companies, to load and unload 
cargo by their own stevedoring companies, 
to insure the ship and cargo in their own 
insurance companies, to store the cargo in 
their own warehouses and, finally, to finance 
the entire transaction through their own 
banks. In other words, shipping assumes the 
place of a service within an industrial struc- 
ture in which it is not necessarily wholly de- 
pendent upon common-carrier operations for 
profit. 


FREIGHTS 


But despite the vulnerable character of law 
and of policy covering shipping operation, 
the shipping man knows, if he is depending 
upon shipping for a profit, that there is no 
factor connected with his business so vulner- 
able as a freight rate, and none so important. 
Many think of freights merely in terms of 
whether they are high or low. They have 
little conception of what freights really cover. 

In the first place, freight has to provide for 
the building, maintenance, depreciation, and 
ultimate loss or replacement of the ship itself. 
If freight rates were not adequate for all these 
purposes, shipping would not be continued as 
a business. No investor would invest money 
in ships unless he expected, on the ultimate loss 
or sale of the vessel, to find his original capital 
in hand plus some return of interest for the 
period of investment. No one invests money 
in a risky business except in the hope that at 
the end of his adventure he may find not only 
his original capital but also interest returned 
at a higher rate than interest yielded by invest- 
ments which give no trouble and are practically 
without risk. 

In the second place, a ship is only a tool, a 
tool which demands employment of labor for 
its use. It must be outfitted for every voyage. 
It must have stores and provisions, from which 
nearly every industry receives some benefit. 
It must load and discharge cargo, it must main- 
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tain captains, mates, engineers, firemen, sea- 
men, stewards, and cooks. All must be paid 
wages and fed while at sea. Light services, 
pilotage services, and public charges of all kinds 
in shipping must be covered by freights as 


ultimately must be the costs of docks and. 


harbors. 

Freights, therefore, may be said, in one sense, 
to be a very large employer of labor. Large 
classes of workers on shore, as well as seamen 
afloat, live out of freight rates, and freight 
rates must be sufficient to bear the cost of all 
these charges. In addition, if a service is a 
big liner system, the freight rate must also 
cover expensive waterfront outfits, lighterage 
systems, and large service and shore establish- 
ments. So it may be asserted that shipping 
largely floats in a sea of insurance coverage and 
freight rates. 

If for some reason the freight rate does not 
cover the foregoing list of charges, then a ship- 
ping service must be subsidized, either by an 
industrial or commodity group sufficiently 
strong to charge any resultant shipping losses 
off against larger trading benefits, or the ship- 
ping service must go to the government for a 
subsidy with which to maintain the service, or 
go out of business. 

If government comes to the rescue it may 
eventually go further than merely to subsidize 
a shipping line, because if governments come 
into competition with each other in huge trad- 
ing transactions, they may swing along the 
same path and get closer to a position where 
they become ship-owner, shipper, and consignee 
and dominate not only the shipment of the 
cargo but also the rates of freight to be paid. 


AVIATION 


Finally, many believe that shipping men 
should keep an eye on the inevitable expansion 
of the air services which will follow the present 
war. In the past 18 months trans-Atlantic air 
carriers with only a few experimental ships 
have established a remarkable performance 
record. 

While the traffic is necessarily limited, it has 
been sufficiently impressive so that many are 
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wondering what is going to be the result when 
the high-pressure competitive position of air- 
equipment manufacturing concerns is turned to 
peacetime production of cheap equipment and 
the resulting possibility of cheaper operation 
and lower cost of air transportation. 

But perhaps the most significant development 
in aviation during this period has been the 
apparent removal of any psychology of fear in 
overseas flying and the complete acceptance by 
commercial and professional travel of the possi- 
bility of traveling to and from Europe in 
approximately 24 hours. It is expected that 
before long advances in aeronautical science 
will be such that there will be available another 
100 miles per hour in speed in these overseas 
ships of the air. 

This emphasis on speed, supported by 
increased frequency and greater carrying 
capacity, will perhaps be one of the most inter- 
esting developments in transoceanic traffic. It 
will most certainly be one which will be felt by 
shipping and which shipping could well con- 
sider not only as a competitive transportation 
service but also as an extension of shipping 
services. 


SUPPLEMENTARY TRADE AGREE- 
MENT WITH CANADA 


An announcement regarding the signing on 
December 13, 1940, of a supplementary trade 
agreement with Canada appears in this 
Bulletin under the heading “Treaty 
Information”. 


NAVAL AND MILITARY AVIATION 
MISSIONS TO ECUADOR 


An announcement regarding the signing of 
agreements with Ecuador on December 12, 
1940 providing for the furnishing by the 
United States of a naval mission and a mili- 
tary aviation mission to Ecuador appears in 
this Bulletin under the heading “Treaty 
Information”. 





DEATH OF THE BRITISH AMBASSADOR 


[Released to the press December 12] 

The President today issued the following 
statement on the death of Lord Lothian, the 
British Ambassador : 


“IT am deeply shocked and grieved at the 
news of the death of Lord Lothian, the Brit- 
ish Ambassador. It was my good fortune to 
count him as a personal friend over a period 
of many years. As Philip Kerr and the pri- 
vate secretary of the wartime British Prime 
Minister he displayed an understanding of 
and friendship for the United States that con- 
tinued throughout his long and distinguished 
career. As the Marquess of Lothian he con- 
tinued his many contacts and friendships with 
this country and made a real contribution to- 
ward understanding between our peoples. 

“His appointment as British Ambassador 
last year was a fitting and natural recognition 
by his Government of the lifelong efforts of a 
great figure toward good relations between 
our two countries. 

“Lord Lothian’s tragic death deprives his 
country of a tried and true public servant at 
the peak of his usefulness. All of the people 
of this country who were privileged to know 
him will join with me in mourning his 
untimely passing.” 


[Released to the press December 12] 
The following statement has been issued by 
the Secretary of State: 


“The death of Lord Lothian has brought me 
deep and profound sorrow. Not only has the 
British Empire lost a great and faithful servant 
in him, but the United States has lost a real 
friend, a true interpreter to us of his country 
at a time when it was exceptionally important 
that both nations should have a knowledge and 
understanding of their mutual problems and 
interests. 


“The British Ambassador has an important 
role to play in this country. Lord Lothian, 
who remained always a devoted Englishman, 
brought distinction to his mighty task. His 
deep-seated knowledge of the British Empire, 
derived from many years of service to his coun- 
try in Europe and throughout the Empire gave 
great weight to his counsels at this time. 

“Tt is not only the people of this country that 
knew him in these last months as British Am- 
bassador, but the American friends of a life- 
time as well, who will mourn him.” 


[Released to the press December 12] 


The following telegram has been sent by the 
President of the United States to His Majesty 
George VI, of Great Britain: 


“U.S. S. Tuscatoosa at Sra, 

December 12, 1940. 
“T am shocked beyond measure to hear of the 
sudden passing of my old friend and your Am- 
bassador the Marquess of Lothian. Through 
nearly a quarter of a century we had come to 
understand and trust each other. I am very 
certain that if he had been allowed by Provi- 
dence to leave us a last message he would have 
told us that the greatest of all efforts to retain 
democracy in the world must and will succeed. 

FRANKLIN D. RoosEveit” 


The following telegram has been sent by the 
Secretary of State of the United States to the 
Prime Minister of Great Britain, the Right 
Honorable Winston Churchill: 


“Wasuineton, D. C., 
December 12, 1940. 
“It is with deep sorrow that I receive the news 
of the death of Lord Lothian. I desire to ex- 
press to you and to the British Government my 
5AT 
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sincere condolences. My country mourns with 
Great Britain the loss of this distinguished 
statesman who with patriotic courage, wise 
counsel and unfailing devotion rendered out- 
standing service to his nation and to humanity. 
CorpELL Huu” 


The following telegram has been sent by the 
Secretary of State to the American Chargé 
d’Affaires ad interim in London: 


“DeceMBer 12, 1940. 


“Lord Lothian died early this morning. I 
have called at the Embassy to express the 
condolence of the Government and to offer all 
facilities at our disposal. 

“Please convey to the Minister of Foreign 
Affairs my sorrow and sense of great personal 
loss. 

Hv.” 


[Released to the press December 14] 

The following message has been received 
by the President from His Majesty George VI, 
of Great Britain, dated December 13, 1940, 
in reply to the President’s message of Decem- 
ber 12, 1940: 


“To the President of the United States of 
America 

“T am very grateful for your kind message 
on the tragic death of my Ambassador Lord 
Lothian. It was always most gratifying to 
me that his personal relations with you were 
so happy and cordial, and I know, as you do, 
how devoted he was to the ideals which inspire 


our two peoples. 
Georce R, I.” 


{Released to the press December 13] 

Services for His Excellency the Right Hon- 
orable the Marquess of Lothian, K. T., C. H., 
late Ambassador Extraordinary and Pleni- 
potentiary of Great Britain, will be held in 
the Washington Cathedral, Massachusetts and 
Wisconsin Avenues, on Sunday, December 15, 
at 2:30 o’clock. 
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A caisson bearing the remains of the late f 
Ambassador will leave the Embassy at 2 p. m., 
escorted by a squadron of cavalry and will [ 
arrive at the Cathedral at 2:30 p. m. Seats [ 
will be reserved for American and British | 
officials and for the members of the Diplomatic [ 
Corps and the personal friends of the late [ 


Ambassador. 


Following the services at the Cathedral, a [ 
private cremation service will be held in the [ 
Church of Fort Lincoln, Bladensburg Road, | 


at the District Line. 


On Monday, December 16, at 12 o’clock | 
noon the ashes of the late Ambassador will 
be received at Arlington National Cemetery | 
and placed with full military honors in the 


vault under the mast of the U. S. S. Maine} 
near the Amphitheatre, to remain for an in- f 
definite period until arrangements can be made | 


for final disposition. 


[Released to the press December 14] 

Mrs. Roosevelt will attend the services for 
Lord Lothian at the Washington Cathedral 
Sunday afternoon at 2:30. In the absence of 
the President, the Honorable Stephen Early has 
been designated to represent the President. 


The entire floor of the Cathedral has been set | 
aside for members of the Diplomatic Corps; | 


American Government officials, including the 


Cabinet, the Supreme Court, Members of the f 
Senate and of the House, Army and Navy offli- f 


cers, and others; British Government officials; 
and a few close personal friends of the late 
Ambassador. The Diplomatic Corps has been 


requested to use Woodley Road in approaching | 


the Cathedral and to enter the Cathedral 
through the north transept entrance. Ameri- 
can Government officials and the intimate 
friends of the Ambassador will enter from Wis- 
consin Avenue and use the west entrance to the 
Cathedral. The members of the British Em- 
bassy and of the Dominions’ Legations, as well 
as other British Government officials, will enter 
through the south entrance. Those who have 
been notified of the service have been asked to 
arrive at the Cathedral not later than 2 o’clock 
and to be in their seats by 2: 15. 
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The order of the service will be as follows: 


Prelude: From the Theme “O World I E’en 
Must Leave Thee”.—Brahms 

Scripture: Psalm 23 

Lesson: Romans, ch. 8; John, ch. 14 

Hymn: Abide With Me 

A postle’s Creed 

Prayers of the burial service 

Anthem: Souls of the Righteous——T. Tertius 
Noble 


GERMAN REPRESENTATION 


[Released to the press December 13] 

The following letter has been sent by the 
Secretary of State to the Honorable John Z. 
Anderson, Representative from California: 

“DecemBer 10, 1940. 
“My dear Mr. ANpERSON : 

“I acknowledge receipt of your letter of 
November 28, 1940,° in which you call this 
Department’s attention to a recent magazine 
article dealing with German representation in 
this country. 

“With respect to the questions treated there- 
in, I feel you might wish to have the following 
information: The relations between the 
United States and most countries are gener- 
ally established by treaty, and in the case of 
Germany and the United States the pertinent 
treaty is the Treaty of Friendship, Commerce, 
and Consular Rights, signed at Washington, 
December 8, 1923, a copy of which is enclosed.’ 
This treaty still remains in effect with the ex- 
ception of certain paragraphs of article VII, 
which were abrogated by a special agreement 
signed at Washington on June 3, 1935, a 
statement concerning which is enclosed with 
a copy of the treaty. 

“This treaty determines the status of Ger- 


man consular representatives in this country, 


* Not printed. 
"Treaty Series No. 725 (44 Stat. 2132). 
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Committal service 

Benediction 

Hymn: Oh God Our Help in Ages Past 
Recession: Funeral March.—Chopin 


Sir Shuldham Redfern, Secretary to the Gov- 
ernor General of Canada, will represent Lord 
Athlone at the service. Mr. Merchant Mahoney, 
who has been acting as Chargé d’Affaires ad 
interim during the illness of the Canadian Min- 
ister, has been designated as personal repre- 
sentative of Prime Minister Mackenzie King. 


IN THE UNITED STATES 


and upon a reciprocal basis, of our consular 
representatives in Germany. I may observe 
that the privileges which are accorded the 
respective consular officers in articles XVII, 
XVIII, XIX, and XX of the treaty, and 
which were so accorded them for the appro- 
priate exercise of their official functions, con- 
form with general international practice, and 
do not constitute diplomatic immunity. I may 
also mention that treaties of a similar nature 
were subsequent to 1923 negotiated with sev- 
eral other governments. 

“The Department publishes each month, in 
the form of a diplomatic list, the names of all 
those diplomatic officers accredited to this 
Government, together with their immediate 
families. The regulations of the Department 
of State also require a record of the names 
of the members of the households of these 
diplomatic officers. The Department of State, 
furthermore, keeps a record of all, foreign 
consular officers serving in the United States 
and United States territory; and a record is 
likewise maintained of all employees, both 
foreign and American, of foreign diplomatic 
and consular establishments. These lists are 
open to inspection by any Member of 
Congress. 


“Apart from the groups mentioned above, a 
record is kept of another category of persons 
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who are associated with foreign agencies. This 
includes those persons, both foreign and Ameri- 
can, who are required to register with the 
Department of State under the terms of the act 
of June 8, 1938, as amended August 7, 1939, to 
require the registration of certain persons em- 
ployed by agencies to disseminate propaganda 
in the United States, and for other purposes. 
This list is open to inspection by the general 
public. 

“It may be mentioned that although there 
has been an increase in the staffs of the German 
consulates in the United States, these have not 
been out of proportion to increases in the staffs 
of other foreign government establishments in 
this country. In view of press assertions made 
with specific regard to the German Consulate 
General at New York, I might mention that the 
records of the Department indicate that as of 
October 1, 1939, there were 9 officers and 40 
employees in that consulate, and that as of 
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October 1, 1940, there were 8 officers and 40 
employees. 

“This Department has not been unmindful of 
its responsibility to be informed of the activities 
of foreign consular representatives in this 
country, and of determining whether such activ- 
ities conform with their official status and duties 
in the United States. In this connection I 
enclose for your information the Department’s 
statement to the press dated July 5, 1940, regard- 
ing the German consul general in New Orleans. 

“I have endeavored herein to give you all 
possible information from the Department of 
State and other authorized sources, in the light 
of which you may be able to appraise any asser- 
tions alleging that the competent agencies of 
this Government are not closely following such 
activities within the United States as may be 
inimical to American interests. 

“Sincerely yours, 
CorpeLL Hui” 


VISIT TO WASHINGTON OF H. R. H. PRINCESS JULIANA OF THE 
NETHERLANDS 


[Released to the press December 14] 

Her Royal Highness Princess Juliana has 
accepted an invitation of the President and Mrs. 
Roosevelt to visit Washington informally as 
their guest at the White House from December 
18 to 20, 1940. Her Royal Highness will be 
accompanied by Rear Admiral Baron de Vos 
van Steenwyk, Chamberlain, and Baroness de 


Vos. 


Her schedule follows: 


DECEMBER 18 


12:50 p.m. Arrive Union Station, Wash- 
ington 
Luncheon at the White House 
Afternoon Drive to Mount Vernon, accom- 
panied by Mrs. Roosevelt 
Evening Concert at Constitution Hall— 


National Symphony Orches- 
tra 


DECEMBER 19 


11:00 a.m. Informal reception at Ameri- 
can Red Cross Headquarters 
(Miss Boardman) 

Afternoon Small reception at the Nether- 
lands Legation 

Evening Dinner at the White House 

DECEMBER 20 

11:00 a.m. Leave Union Station, Wash- 
ington 

3:00 p.m. Arrive New York, Pennsy]l- 


vania Station; by automobile 
to Waldorf Astoria Hotel 


DerceMBeErR 20, 21, 22 
New York City 


DEcEMBER 22 
9:15 p.m. 


Leave New York, Pennsylvania 
Station. 
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AIR-TRANSPORT ARRANGEMENT 


An announcement regarding an arrange- 
ment effected by an exchange of notes dated 
November 29 and December 2, 1940 between 
the United States and Canada to give effect 
to article III of the air-transport arrangement 
between the two Governments entered into on 
August 18, 1939 appears in this Bulletin under 
the heading “Treaty Information”. 


Publications 


The following Government publication, 
issued recently by the Tariff Commission, may 
be of interest to readers of the Bulletin: 





War and Its Effect on United States Imports. 
November 1940. 2 vols. 542 pp. (processed). Free 


from Commission (supply limited). 
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The Foreign Service 











OPENING OF CONSULATE GENERAL 
AT VLADIVOSTOK 


[Released to the press December 9] 


A Consulate General of the United States 
of America will be opened at Vladivostok in 
the immediate future. Mr. Angus I. Ward, 
who has served for approximately six years 
as Consul and Secretary in the American 
Embassy at Moscow, has been ordered to 
Vladivostok in order to complete arrange- 
ments for the opening of the Consulate Gen- 
eral and to act temporarily as Consul in 
charge. A further announcement will be made 
when the Consulate General is open for the 
conduct of business. At the present time this 
Government maintains no consulates in the 
Soviet Union; American consular affairs in 
that country are handled by the Consular Sec- 
tion of the American Embassy at Moscow. 

The last American Consulate at Vladivo- 
stok, which was opened in 1898, was closed on 
May 15, 1923 by Mr. Summerville Pinkney 
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NAVAL AND MILITARY MISSIONS 


Agreements Providing for United States 
Naval and Military Aviation Missions to 
Ecuador 


Agreements were signed on December 12, 
1940 by the Secretary of State and the Am- 
bassador of Ecuador at Washington providing 
for the furnishing by the United States of a 
naval mission and a military aviation mission to 
cooperate with the Minister of National Defense 


of the Republic of Ecuador. The two mis- 
sions, which had been requested by the Gov- 
ernment of Ecuador, will function in an 
advisory capacity to the Ecuadoran Navy and 
Air Force, respectively. 

The naval mission will be composed of two 
officers and two enlisted men headed by a 
lieutenant commander, while the military 
aviation mission will be made up of two offi- 
cers and two enlisted men headed by a major. 
The term of each contract is four years. 
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Other provisions follow the general lines of 
previous agreements between the Government 
of the United States and the governments of 
certain other American republics. 

The texts of the agreements will shortly be 


printed as Executive Agreement Series Nos. 188 ;;. 


and 189, respectively. 
AVIATION 


Arrangement With Canada to Give Effect to 
Article III of the Air-Transport Arrange- 
ment of August 18, 1939 


By an exchange of notes between the Secre- 
tary of State and the Chargé d’Affaires ad 
interim of Canada, the Governments of the 
United States and Canada entered into an 
arrangement accepting the recommendations 
of the competent aeronautical authorities of 
the two Governments resulting from a meet- 
ing of the representatives of these authorities 
held at Ottawa, Canada, on September 9 and 
10, 1940. The note of the Secretary of State 
is dated November 29, 1940, and the reply of 


the Chargé d’Affaires ad interim of Canada is 


dated December 2, 1940. The arrangement 
became effective on December 3, 1940. 

It was provided in article III of the air- 
transport arrangement between the United 
States and Canada entered into on August 18, 
1939,° that the details of the application of the 
principle of reciprocity with respect to the 
operation of air-transport services between the 
United States and Canada should be the sub- 
ject of amicable adjustment between the com- 
petent aeronautical authorities of the twu 
countries. As a result of the meeting at Ottawa 
in September 1940, these authorities recom- 
mended that article III of the arrangement ot 
August 18, 1939 should be given effect im 
accordance with the following enumerations: 


“International air transport services actually 
in operation between the two countries, for 
which certificates and permits have been issued 


* Executive Agreement Series No. 159, 
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by the respective Governments, to be confirmed, 
Services with respect to which applications for 
formal certificates or permits are now pending, 
other than those services specifically listed 
below, shall be subject to disposition at the sole 
discretion of the appropriate agency of the 
Government before which such applications are 
pending. 

“With respect to new services: 

“Each Government to take the appropriate 
steps to permit the operation by air carrier 
enterprises of the other, holding proper author- 
ization from their own Governments, respec- 
tively, during the period ending December 31st, 
1942, in accordance with the following specifi- 
cation of the routes and of the nationalities of 
the air carriers by which service over each route 
will be operated between : 


Bangor, Maine—Moncton, New United States 
Brunswick 

New York, New York—Toronto, Ontario Canada 

Buffalo, New York—Toronto, Ontario United States 

Windsor, Ontario—Any point or United States 
points in the United States 

Detroit, Michigan—Any point or points Canada 
in Canada 

Great Falls, Montana—Leth- 
bridge, Alberta 


“The Canadian Government to co-operate in, 
or to permit or undertake the establishment on 
behalf of a United States air carrier, subject to 
Canadian law, of the necessary aids to air navi- 
gation, along the coast of British Columbia. 

“Further decisions with respect to routes and 
services to Alaska to be reserved for future 
consideration.” 


United States 


The arrangement resulting from the exchange 
of notes dated November 29, 1940 and December 
2, 1940 will remain in effect until December 31, 
1942. This arrangement provides that at least 
six months prior to December 31, 1942 a further 
conference of representatives of the competent 
aeronautical authorities of the two Governments 
will be called for the purpose of considering 
any revision or modification of the recommenda- 
tions resulting from the meeting at Ottawa in 
September 1940, as well as any new problems 
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pertaining to air-transport services which may 
have arisen in the interim. 

The text of the agreement will shortly be 
printed as Executive Agreement Series No. 186. 


COMMERCE 


Supplementary Trade Agreement With 
Canada 


A supplementary trade agreement between 
the United States and Canada replacing the 
supplementary agreement relating to silver or 
black foxes and fox furs concluded December 
30, 1939 1° was signed on December 13, 1940 by 
the Secretary of State, the Honorable Cordell 
Hull, and the Minister of Canada, the Honor- 
able Loring C. Christie. 

This agreement supplements and amends the 
provisions of the trade agreement between the 
United States and Canada signed at Wash- 
ington on November 17, 1938.11 It relates 
solely to the treatment of silver or black foxes, 
silver- or black-fox furs and skins, and related 
articles imported into the United States. It 
is substantially similar to the original supple- 
mentary agreement, continuing the quota fig- 
ure of 100,000, which now, however, will apply 
only to whole furs and skins and lower-valued 
live foxes. Higher-valued animals have been 
exempted from the quota limitations, and 
separate quotas have been established for parts 
and articles made of fox furs and skins. The 
allocation among supplying countries of shares 
in the quota for live foxes and whole furs and 
skins has been changed. 

The new agreement, which becomes effective 
December 20, 1940, limits the total imports into 
the United States of silver or black foxes val- 
ued at less than $250 each and whole silver- 
or black-fox furs and skins to 100,000 units in 
any 12-month period beginning December 1 in 
the year 1941 or any subsequent year. For the 


period from December 20, 1940 to November 


* Executive Agreement Series No. 184. 
“Executive Agreement Series No. 149. 
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30, 1941 the quota is 100,000 less the number 
imported during the period from, December 1 
to December 19, 1940 (during which period 
the quota provisions of the original supple- 
mentary trade agreement remain in force). 





The agreement also provides for the alloca- 
tion of shares in the quota to Canada and to 
other foreign countries. Unless otherwise 
mutually agreed upon, the share to be allocated 
to Canada is 70,000 and to all other foreign 
countries 30,000 in any 12-month period 
beginning December 1 in the year 1941 or any 
subsequent year. For the quota period from 
December 20, 1940 to November 30, 1941 there 
is to be deducted from the foregoing quanti- 
ties the number of articles imported from 
Canada and from all other foreign countries, 
respectively, during the period December 1 to 
December 19, 1940. 

The allocation of shares in the quota is based 
on United States imports of silver foxes and 
silver-fox furs during the year 1939. During 
1939 and previous years a part of the United 
States imports of Canadian furs and furs from 
other producing countries entered this country 
by way of the United Kingdom, and these are 
shown in the United States import statistics 
as having been imported from the United 
Kingdom. This indirect trade has ceased as a 
result of the war. In order to take account of 
this change in trade conditions, imports from 
the United Kingdom during 1939 were ex- 
cluded from total imports in calculating the 
proportion of United States imports supplied 
by Canada and other countries in 1939. 

The quota for countries other than Canada 
is available not only for imports from coun- 
tries which participated in the trade during 
1939 (the base period for the quota allocation), 
but also for imports from countries which did 
not participate in the trade during that year. 
However, imports from any individual coun- 
try which did not participate in the trade in 
1939 may not exceed 500 silver foxes and furs. 
The following countries participated in the 
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trade in 1939 and therefore are not affected by 
this provision : 


Norway 

United Kingdom 

Finland 

Union of Soviet Socialist Republics 
France 

Sweden 

Newfoundland and Labrador 
Mexico 

Iceland 


As in the previous agreement, it is provided 
that not more than 25 percent of the articles 
entitled to enter from Canada or from other 
countries during any quota period may be 
imported in any one month. The period De- 
cember 20 to December 31, 1940 will be con- 
sidered as a month for the purpose of this 
provision, but there will be deducted from the 
amounts permitted to enter during that period 
the imports from Canada and from other 
countries, respectively, during the period 
December 1 to December 19, 1940. 

The exemption of live silver foxes valued at 
$250 or more each from the quota limitations 
is designed to avoid the restriction of im- 
ports of animals for breeding purposes. 
While this exemption will cover most of the 
animals imported for breeding purposes, it is 
also provided that live silver foxes valued at 
$150 or more each which are shipped to the 
United States prior to the effective date of the 
new agreement will not be subject to the quota 
limitations. This provision will permit the 
entry of a certain number of breeding foxes 
valued at less than $250 but not less than $150 
which have been contracted for by domestic 
fox breeders but not yet imported. 

In addition to the quota on live animals 
and whole furs and skins, separate unallocated 
quotas have been established for parts and 
articles of fox fur, as follows: 

(a) Tails of silver or black foxes__. 5,000 pieces 

(b) Paws, heads, or other separated 

parts of silver- or black-fox furs 
and skins (other than tails)... 500 pounds 


(c) Piece plates made of pieces of sil- 
ver- or black-fox furs and skins. 550 pounds 
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(d) Articles, other than piece plates, 
made wholly or in chief value of 
one or more silver- or black-fox 
furs or skins or parts of such 
furs or skins 500 units* 
*Note: A unit is defined as any whole silver- or 
black-fox fur or skin or any part of such 
fur or skin contained in such articles. 

The quotas specified are for any 12-month 
period beginning on December 1 in the year 
1941 or any subsequent year. For the period 
from December 20, 1940 to November 30, 1941, 
the quantities entitled to entry will be the quan- 
tities shown above minus the respective quanti- 
ties of such classes of articles imported during 
the period from December 1 to December 19, 
1940. 

The reduced duty of 35 percent ad valorem 
on silver- or black-fox furs and skins is con- 
tinued in the new supplementary agreement. 
The duty on live foxes of 15 percent ad valorem, 
the rate fixed in the Tariff Act of 1930, is not 
affected by the agreement. 

The new agreement, like the original supple- 
mentary agreement which it replaces, becomes 
an integral part of the trade agreement between 
the United States and Canada signed on Novem- 
ber 17, 1938 and is terminable as a part of that 
agreement, or separately at any time by agree- 
ment between the two Governments or on 90 
days’ written notice by either Government if, 
after consultation with the other, it considers 
that the emergency conditions which have given 
rise to the conclusion of the supplementary 
agreement have ceased to exist or have become 
substantially modified. 

The text of the agreement will shortly be 
printed in the Executive Agreement Series. 


Agreement With Great Britain Regarding 
Australian Wool 


The following notes were exchanged be- 
tween the American Chargé d’Affaires ad 
interim at London and the British Secretary 
of State for Foreign Affairs on December 9, 
1940, under which a strategic reserve of Aus- 
tralian wool is to be established in the United 
States: 
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Foreign OFFIce, 
S. W. one, 
9th December, 1940. 


No. W11985/79/49 


SIR: 

I have the honour to inform you that in 
order to enable the Government of the United 
States of America to establish in the United 
States a reserve of Australian wool against a 
possible emergency shortage of wool supplies 
in the United States, the Government of the 
United Kingdom of Great Britain and North- 
ern Ireland are prepared to enter into an 
agreement with the Government of the United 
States in the following terms: 


(1) The Government of the United King- 
dom shall make available to the United States 
Government (or an agency acting on its be- 
half) two hundred and fifty million pounds of 
Australian wool as a strategic reserve for the 
United States Government against a possible 
emergency shortage of wool supplies in the 
United States. The wool shall be transported 
to the United States where it shall be stored 
in bonded warehouses. The Government of 
the United Kingdom shall retain title to the 
wool, but all or any part of the wool may be 
purchased by the United States Government 
(or an agency acting on its behalf) for use in 
the United States or may be sold to the United 
States domestic trade, if and when it has been 
determined by the United States Government 
that an emergency shortage of wool exists in 
the United States. 


(2) The Government of the United Kingdom 
may withdraw wool from the reserve for ship- 
ment to the United Kingdom or other British 
territory in the case of emergency shortage of 
supplies in such territory, or in the contingency 
of an interruption of wool textile production in 
the United Kingdom for the manufacture of 
textiles in the United States to meet United 
Kingdom emergency textile requirements, pro- 
vided that (a) replacements for wool so with- 


| drawn are on the way to the United States and 


(b) at no time the total of the reserve in the 


United States is temporarily depleted by more 
| than twenty per cent by such withdrawals. 


a 
f 
} 


(3) At any time after the signing of a general 
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armistice between the United Kingdom and 
Germany, the Government of the United King- 
dom shall be at liberty to dispose of the wool 
remaining in the reserve, but the United States 
Government and the Government of the United 
Kingdom shall consult together with a view 
to ensuring that the disposal of any such wool 
in the United States shall be effected under con- 
ditions which will avoid a dislocation of normal 
wool marketing there. 

(4) The wool for the reserve shall be made 
available by the Government of the United 
Kingdom f.o.b. at Australian ports, and the 
United States Government (directly or through 
an agency acting on its behalf) shall thereafter 
accept responsibility for the safe custody of the 
wool and shall pay transport, handling, stor- 
age, insurance including war risk, and other 
charges in connexion with the establishment 
and maintenance of the wool reserve. Pay- 
ments shall be made between the United States 
Government and the Government of the United 
Kingdom on sale of wool from the reserve to 
offset any savings secured by the Government 
of the United Kingdom owing to the wool hav- 
ing been transported to and stored in the United 
States by the United States Government and 
any loss incurred by the Government of the 
United Kingdom by reason of depreciation in 
the value of the wool stored in the United States 
as a result of deterioration of the wool or by 
reason of the position in which the wool is stored 
in the United States, provided that (a) in the 
case of sales in the United States no payment 
shall be made which would reduce the receipts 
by the Government of the United Kingdom for 
the wool in question below the amount which 
would have been reczived on sale f.o.b. Australia 
at the same date, and (b) in the case of sales 
outside the United States any payments as be- 
tween the two Governments shall not involve 
the Government of the United Kingdom in any 
net expenditure of United States dollars in 
respect thereof. 

(5) It is tentatively agreed that the 250,- 
000,000 pounds of Australian wool which will 
be made available by the Government of the 
United Kingdom for the reserve shall be 
composed of the following: 270,000 bales of 
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58/60s of types normally imported into the 
United States and of good topmaking Brad- 
ford styles; 290,000 bales of 60s and finer of 
types normally imported into the United 
States and of good topmaking Bradford 
styles; 190,000 bales of 60s and finer of good 
to average Bradford styles; balance (to make 
up 250,000,000 pounds) of 60s and finer of 
average Bradford styles; two thirds of all the 
60s and finer wools to consist of 64/60s. The 
counts are as normally understood in the 
United States. Although this tentative agree- 
ment on grades and types is subject to modi- 
fication following consultation between the two 
Governments after examination of samples of 
the wool by the United States authorities, it 
shall become definitive if the examination of 
samples indicates that the grades and types of 
wool included in the above mentioned general 
categories are such that they could be readily 
used in American mills without interruption 
of or delays in the production of the mills. It 
is understood that the Government of the 
United Kingdom in estimating the quantities 
available for the reserve have provided for the 
retention of sufficient supplies in Australia to 
ensure that the commercial demand can be 
met. It is also understood that both the total 
quantity estimated to be available for the re- 
serve afger. providing for sales abroad and 
shipments*to the United Kingdom, and the 
distribution by types and descriptions, have 
been based upon the results of the 1939-40 clip, 
and that should the results of the 1940-41 clip 
differ it may be necessary to vary the supply 
for the reserve. 

(6) Space on established British shipping 
lines running between Australia and the 
United States shall be used for the transport 
of the wool so far as available. The wool will 
be made available in Australia as rapidly as 
possible, provided that the sale of wool from 
Australia on commercial account or its ship- 
ment to the Wool Control in the United King- 
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dom or Canada shall not be prejudiced, and 
every endeavour shall be made to complete 
the allocations in Australia by the end of 
March 1941, 


2. If the Government of the United States 
are prepared to accept the foregoing provisions, 
I have the honour to propose that the present 
note and your reply to that effect be regarded 
as constituting an agreement between the two 
Governments which shall come into force 
immediately. 


I have [ete. ] HAirax 
No: 2662 Lonpbon, 
December 9, 1940. 
My Lorp: 


I have the honor to acknowledge the receipt 
of your note no. W11985/79/49 of December 9, 
1940, in which Your Lordship is good enough 
to inform me that in order to enable the Gov- 
ernment of the United States of America to 
establish in the United States a reserve of Aus- 
tralian wool against a possible emergency 
shortage of wool supplies in the United States 
the Government of the United Kingdom of 
Great Britain and Northern Ireland is prepared 
to enter into an agreement with the Government 
of the United States in the following terms: 

[Here follow items (1) to (6), which are 
identical with those numbers in the British 
note. | 

In reply to numbered paragraph two of Your 
Lordship’s note, I have the honor to confirm 
under instructions of my Government that Your 
Lordship’s statement of our understanding as 
set forth above is agreed to by my Government 
and that the present exchange of notes is to be 
regarded as constituting an agreement between 
the two Governments which shall come into 
force immediately. 

I have [ete. ] 

Herscuet V. JoHNSON 
Chargé @ Affaires ad interim 
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